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(Wher eupon, end of in camera
proceedi ngs.)

ADM NI STRATI VE LAW JUDGE HI LLI ARD: Keep
tal ki ng. Let's get through this.

BY [! EZ SPEAKER 03] :

Q So that would be the savings for that group
| ocal Safer of package 30 with the current customer
basi s?

A Yes.

Q And | understand for the residents Safer
package unlim ted, the savings would be $3.02 and
$2.50 a nonth based on the reduction?

A Based on the reduction for custonmers that
currently subscribe to that.

Q Ri ght.

A Yes.

Q And on the sane prem se for the five rate
package for that custonmer, the current customer

group, their savings would be between $2.50 and

$3.107
A Yes, | believe so.
Q Now, you made cl ear on cross-exam nation
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you still stand by your earlier direct testimony you
filed regardi ng your opinion as to conpetitiveness of

the customer usage?

A Yes.

Q Do you believe that by reducing these rates
it will make these services conpetitive?

A | believe that by reducing these rates,
they will make them more attractive to custoners.

Q Well, that's always a nice i mage, but by
reducing these rates, will it make these services

nore conpetitive?

A More -- they would have -- the reduction in
t hese rates would have no effect on the ability of
ot her customers to provide -- or conpanies to provide
sim | ar packages.

Q You believe that these rate reductions
bet ween the | ocal Saver 30 package all the way down
to the flat rate package, you consi der these
reductions to be significant, | understand, from Line
1637

A Yes.

Q And you believe that capping rates creates
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nore conpetition for residential services in MSA-1?

A Not necessarily. It does create benefit
for custoners.

Q Are you famliar with AT&T business rates
currently being classified as conpetitive?

A Yes.

Q Are you aware of any of those rates being
capped by the Comm ssion?

A | *m not. | haven't worked with business
rates yet.

Q Are you famliar with the alternative

regulation plan that AT&T Illinois is currently
under ?
A Yes.

Q And those rates are capped under that plan?

A Yes. It's a flexible cap, but they are

capped.

Q And the rates that are subject to that plan

and that cap for all nonconpetitive services?

A Correct.

Q You had mentioned also on cross-exam nation

that | believe the savings that you were rejecting
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you had utilized for your base month, Decenmber 20057

A Yes.

Q That dat a.

A Yes.

Q And you indicate you that you thought that
t hat was an average nonth?

A | have no reasonable to believe it's not an
average nonth.

Q Woul d you agree that Decenber, the year --
there was an increase activities with the holidays
bet ween Thanksgi ving end of November and Chri st mas
end of December?

A There's an increase for sonme people. ' m
not sure if it includes calling or not. But
certainly activity generally is.

Q Do you consi der December an average nonth
of the year and simlar to all the other 11 nonths
with the given that activity?

A You know, | don't have any data on the
ot her nmonths to conpare it to say that it's not an
average nonth as far as people' s -- individual

calling patters.
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Q So you're not famliar with calling
patterns occurring frommnth to nonth?

A | "m sure they do for individuals. I " m not
certain on averages.

Q Ri ght. Do you have knowl edge, industry
knowl edge, | ooking at statics data, anything |ike
that, as to what patterns like frommonth to nonth
across the year?

A No, | don't.

Q On Page 16 of your of testinony, sanme one,
CUB Exhibit 5.0, you make reference to the customer
educati on program at the bottom of the page.

A Uh- huh.

Q And you indicate that the first year the

amount of money fund becones available for this

program would be one mlIlion; second year, one
mllion; third year is a half a mllion?

A Yes.

Q Do you know what AT&T Illinois' marketing

budget woul d be for each of those years to sell the
ot her packages that -- in MSA-1?
A | believe that informati on may have been
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included in M. Wardin's testinmny, but | don't have
t hat .

Q Do you have any idea what the ball park
number i s of the spending marketing prograns?

A No.

Q In this sanme testinony on Page 2, | believe
you summari zed the proposal

A Yes.

Q Just to identify your position on each one
of these proposals, you indicate Line 27 that it will
limt any increases in access line charge in four
years. Is it your opinion that that will increase
conpetition for residential service in MSA-1.

A | don't have an opinion regarding its
effect on conpetition for residential services.

Q Woul d your answer be the same as to the
bullet itemon Line 29 as to increase in usage?

A Yes, my answer would be the sane.

Q And the same on Line 31, the frozen rates
on the three packages?

A Yeah. Yes.

Q On Line 34, you indicate an automatic | CC
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investigation of rate increases. Do you see that?

A Yes.

Q | f the services were classified as
conpetitive, what standard would the I CC use in
reviewi ng those rate increases?

MS. SODERNA: Can you repeat that. " m sorry.
BY [! EZ SPEAKER 03] :

Q Sure.

| f the services were classified as
conpetitive, what standard would the I CC use in that
investigation at that time?

A It's our understandi ng that under the
stipulation we used just and reasonabl e standard that
they currently use.

Q That's the standard for conpetitive
services; correct?

Let ne rephrase it. | don't want to
confuse you.
There are seven regul ati ons for
nonconmpetitive services such as alternative
regul ation, rate cap, things of that nature.
A Uh- huh.
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Q For conpetitive services, the standard is
simply just and reasonable; is that correct?

A | believe so.

Q So this investigation you referred to on
Line 34 would not be subject to the alternative
regul ation type of review. It would be subject
simply to the just and reasonabl e standard?

A Yes.

Q So even if the Conmm ssion di sagreed with

the rates, unless it found them to be unjust and

unreasonabl e, they could not do anything about then?

A They woul d have to find themto be unjust

and unreasonabl e.

MR. WARD : | have no further questions.
ADM NI STRATI VE LAW JUDGE HI LLI ARD: | have a
coupl e.

EXAM NATI ON
BY
ADM NI STRATI VE LAW JUDGE
HI LL1 ARD:
Q Woul d you agree that switching to these

Saf e Har bor plans depends to a significant extent

on
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customer knowl edge and communi cati on?
A It does. Custonmers have to be aware of

that to switch to them

Q And at the present time, these packages
seem simlarly underutilized. Do you know why that
i s?

A They are -- it could be a number of
reasons. Their the prices are somewhat high now or

it could be that customers don't know about them

Q And you think that CUB's efforts will be
able to overcone the overall marketing efforts of
AT&T for their other products?

A | think that we won't have to -- we won't
have to market directly against AT&T. W only have to
get our nmessage out because our message is SO
different from AT&T' s message. So I think we will be
successful .

Q Do you antici pate media bias, television
radi o ads?

A Per haps, but we haven't made any specific
pl ans.

Q Woul d CUB have objections in principal to

1308



10

11

12

13

14

15

16

17

18

19

20

21

22

t he Comm ssion having approval authority over the

names for the Safe Harbor packages?

A You know, we haven't discussed the names in
particul ar. If my menory reserves ne correctly, this
stipulation says that CUB will come up names in

conjunction with AT&T. If nmy menmory is serving ne
correctly there, | don't think we have too much of an
objection to the |1 CC hel ping out. Although, we woul d
be concerned about the -- keeping the message cl ear
bet ween those names and the rest of the marketing
campai gn.

Q How about Comm ssion oversight over the
consumer Outreach progranms funded by the settl enment
money?

A We do have a concern there, in that the ICC
is a neutral body; and as such, it has to listen to
all sides. And that would give AT&T a voice in that
consumer education campai gn, which we don't think
it's appropriate. We think that our independence --
al t hough, we wel come suggestions in an advisory
capacity, we think that our independence would help
us put on a consistent canpaign with a very clear
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message.

Q So you would object to oversight by the
Consumer Services Division?

A We' d be concerned about any formal sorts of
approval s, but.

Q | asked M. Wardin. Maybe you' ve already
answer this in response to somebody el se's question.
Have you cal cul ated an estimate of total revenue
i mpact that these changes would have for AT&T?

A | have not, no.

ADM NI STRATI VE LAW JUDGE HI LLI ARD: That's al
| have.

THE W TNESS: Thank you.

ADM NI STRATI VE LAW JUDGE HI LLI ARD: Any further
redirect?

MS. SODERNA: Yes. Can | have a mnute to
confer.

ADM NI STRATI VE LAW JUDGE HI LLI ARD: Yes.

(Wher eupon, a brief
recess was taken.)

[! EZ SPEAKER 08]: Ms. Satter, for the record,
with all those exhibits, are you doing that manually
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or are you doing it electronically?

MS. SATTER : | would prefer to do -- when you
say manual ly, provide --

ADM NI STRATI VE LAW JUDGE HI LLI ARD: Paper
copi es.

MS. SATTER : I would prefer to do a paper
copy.

ADM NI STRATI VE LAW JUDGE HI LLI ARD: Al'l right.
You need to do -- make sure do as many -- they want,
I think, three copi es.

MS. SATTER : Okay. Three copies, and that
will proprietary and nonproprietary.

ADM NI STRATI VE LAW JUDGE HI LLI ARD: Ri ght.

[' EZ SPEAKER 01]: And do | give it to the
court reporter.

[ EZ SPEAKER 08]: No. Just -- | would mark
them and give themto the clerk. They need to be
mar ked t hough.

MS. SATTER : Excuse me?

ADM NI STRATI VE LAW JUDGE HI LLI ARD: They need
to be marked.

MS. SATTER : Okay.
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ADM NI STRATI VE LAW JUDGE HI LLI ARD: You don't
have to do it tonight.

MS. SATTER : Maybe tonorrow.

ADM NI STRATI VE LAW JUDGE HI LLI ARD: Ri ght.

MR. ANDERSON: | think in the corrected version
on Lines 177 through 183 of M. Wardin's rebuttal
testimony, 1.5, that testimony does not relate to the
updated information that Mr. Ward had a problemwith.
And so in discussing it just nowwith M. Ward, it's
my under standi ng that he agrees that that testimony
shoul d not be stricken.

[ EZ SPEAKER 03]: M . Anderson points out from
Line 177 to Line 183, the testinony of M. Wardin
refers to evidence in his record from the previous
hearing. So that one paragraph | would agree be put
back into his testinony. But there's aline -- a
sentence above that that says stricken and the
bal ance after that stays stricken. Correct?

MR. ANDERSON: That's ny understandi ng.

[ EZ SPEAKER 03]: So it's Line 177 to 183, we
have no objection to remain in the record.

ADM NI STRATI VE LAW JUDGE HI LLI ARD: Al right.
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| made a note.

MR. ANDERSON: Thank you.

(Wher eupon, a brief
recess was taken.)

MS. SODERNA: Okay. Thank you.

ADM NI STRATI VE LAW JUDGE HI LLI ARD: Go right
ahead.

REDI RECT EXAM NATI ON
BY
MS. SODERNA:

Q Ms. McKi bbon, Ms. Satter asked you through
cross-exam nati on about the increases to services in
the joint stipulation after the stipulation has
termnated in the fall of 2010. Can you clarify
whi ch services are subject to the trigger mechani sm
you descri bed?

A Yeah. | think |I had previously incorrectly
stated that the network access line will be subject
to the trigger mechanism and it would not be.

Q Okay. And Ms. Satter also asked you about
vari ous consumer Outreach efforts that CUB perforns

on its daily course of business. Wre there any
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ot her efforts that you can describe?

A Yeah. Again, ny glaring om ssion of our
Web site. CUB currently has a Web site that has for
the gas utilities what we call a gas market nonitor
and it includes information on every gas price that
alternative gas suppliers have put out there in the
mar ket and conpares it to current gas prices in the
mar ket. So the people can deci de whether they got a
good deal or not.

Our Web site is a pretty strong tool
and we'd like to use it to get sort of a comparison
informati on out to consumers as well.

Q Okay. Ms. Satter also asked you about some
coments that M. Wardin nade earlier on
cross-exam nation with regard to the potenti al
expected profits as a result of the joint
stipul ation, and she asked if you were confortable
with that. Can you expand on your response.

A Yes. The numbers that M. Wardin tal ked
about in his testinony took the joint stipulation
into account. We're very concerned that without the
joint stipulation, that increase in revenues for AT&T
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woul d be significantly higher than it is with the
[imts on price increases and price reductions that
the stipulation offers.

Q And that would be if AT&T prevailed in this
proceeding and all of their -- the services
classified as conpetitive stay conpetitive?

A Yes. Yes. And that's why the stipulation
provi des significant customer benefits.

Q And in M. Selwyn's testimny he quantifies
the maxi mum profits of the -- as a result of the
joint stipulation in the near 300 mllion range; is
that right?

A Yes. He makes an estimate of the tota
amount of the rate increase over the whole four
years.

Q And is it your understanding that his
guantification includes the $1 for each network
access line even if it's a package that the service

is subject to?

MS. SATTER : |"mgoing to object that this is
beyond the scope of direct. I did not ask about
Dr. Selwyn.
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[! EZ SPEAKER 07]: You did actually refer to
his as being the outlier --

MS. SATTER : The outside range.

MS. SODERNA: Outside of the range. And | just
want to clarify what nunmber --

ADM NI STRATI VE LAW JUDGE HI LLI ARD: Overrul ed.
Go ahead.

BY [! EZ SPEAKER 07]:

Q What is your understanding of M. Selwyn's
cal cul ati on?

A To the extent that it includes an increase
in the network access |line that would be rolled into
packages that's currently included in the packages, |
t hi nk that that anount should not be included in that
number .

ADM NI STRATI VE LAW JUDGE HI LLI ARD: Because
it's incorrect?

THE W TNESS: Yes.

BY [! EZ SPEAKER 07] :

Q Because the $1 increase in the stipulation
only applies to network access line ala cart; is that
correct?
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A That's correct, yeah.

Q And, finally, Ms. Satter asked you about
your conclusion that you expressed earlier, testinmony
in the first phase of this proceeding and how t hey
conmpare to your conclusions in this phase of the
proceedi ng and whether you believe that the market is
currently conpetitive and whet her anything has
changed.

And what do you -- can you pl ease
expand on what your conclusions are with regard to
the joint proposal.

A Yes. Earlier | had tal ked about, you know,
this proposal provides benefits conpared to what has
happened in other states, for exanple. But we al so
think -- I mean it's just -- it's a reasonable
conmprom se that provides absolute benefit for
customers. There are a | ot of customers that are
currently taking services that they don't understand
or want. And there are a |ot of customers that are
on packages that are the incorrect package for their
personal calling patterns.

We have an opportunity here to guide
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them to a better package that's nore econom cal for

t hem. In addition, it provides signature safe
harbors in the event of access |line increases and
l[imts on access line increases, |Iimts on the usage
increases. And we believe that -- | believe that

customers would benefit from this stipulation. From
this stipulation.
MS. SODERNA: That's all | have. Thank you.
ADM NI STRATI VE LAW JUDGE HI LLI ARD: Recr oss?
MS. SATTER : Yes.
RECROSS- EXAM NATI ON
BY
MS. SATTER
Q Ms. McKi bbon, you corrected your testinony
with regard to the trigger.
A Ri ght.
Q You said that it only applies to the three
Saf e Harbor package; is that right?
A | believe so, yes.
Q So it doesn't apply to anything except the
three Safe Harbor packages?
A Yes.
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Q And those three Safe Harbor packages can be
wi t hdrawn at the end of the joint proposal period;
correct?

A That, | believe, the stipulation addresses
t hat .

Q Woul d you care to | ook at Page 4,

Par agraph 8.

And woul d you agree with ne that that
par agraph provides that AT&T can withdraw any service
offering in Paragraph 2, which |ists the Safe Harbor
packages, provided it gives 45 days notice to the

Comm ssion, CUB and effected custonmers --

A Yes.
Q -- grandfathers?
A Yes.

Q So those packages can go away?

A Yes, they could. At the end of the
four-year period.

Q So if they did the trigger, it would apply
to nothing?

A That's true.

Q Now are you -- you nentioned the CUB Wb

1319



10

11

12

13

14

15

16

17

18

19

20

21

22

site as the source of information for consuners.

A Yes.

Q And that's currently funded through CUB's
current revenues?

A Yes, it is.

Q And if you had this settlenment then the
money from Illinois Bell Company would fund the Web
site?

A We haven't made any specific plans. There
could be an expansion of a Web site or conpletely
different Web site. But, like I say, we haven't made
any specific allocations of that noney.

Q Okay. You said the benefit of the proposal
is that CUB can assist customers in making the right
deci sions; right?

A One of the benefits is a customer education
campai gn, yes, which we think would be successful.

Q And you woul d agree that if there were
sufficient customer information available from the
conpetitors and Illinois Bell, your role would not be
needed under the joint proposal ?

A Yes, but we don't believe that that's
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currently true.

Q Okay. And that's another indication of the

| ack of conpetition; isn't it?
A It could be an indication of many things.
Q But it's also an indication of |ack of an

effective conpetitive market ?

A You know, it could be. | think tires are
an effective conmpetitive market, but | don't al ways
find information on tires as well as. So it's
certainly one indication.

Q So then you don't think that there's
anything different about the tel ecommunications

information -- about the information concerning

t el ecommuni cations that's avail able relative to other

conpetitive markets?

[! EZ SPEAKER 07]: [I'mgoing to object. This
goes beyond the redirect. She only spoke about the
Web site and referenced it to the consumer Outreach
efforts.

[! EZ SPEAKER 01]: Well, she said it was other
benefit of the settlement.

ADM NI STRATI VE LAW JUDGE HI LLI ARD: Overrul ed.
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THE W TNESS: " m sorry, could you repeat the
guesti on.

BY [! EZ SPEAKER 01]:

Q Basically what you're saying is that
informati on avail able to consunmers for
tel ecomunications is no different fromthe
informati on avail able to consumers for tires?

A Of fhand, | don't -- | don't immediately see
a difference. It's information regarding rates, the
different types of service for tires that can be
avai l able and from whom they're avail abl e.

Q So you don't see a utility service as
havi ng any different characteristics than something
i ke a one-time purchase of a tire?

A | think it has many, many different
characteristics.

Q Okay. And that's what justifies the need
for your customer education fund?

A The | ack of current information justifies
the current education fund.

Q The other benefit of the joint proposal is
l[imts on increases. And you agree that limts on
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i ncreases woul d not be necessary if conmpetition
existed to provide that [imtation?

A | f conmpetition were providing that
l[imtation in the prices currently exist, correct.

Q And, finally, you commented on Dr. Selwyn's
testinony that he added $1 to the packages price, and
you t hought that was an inappropriate calculation; is
that right?

A To the extent that the network access |ines
included in the package and Dr. Selwyn's upper limt
of revenue increases, increased the package by a
dollar to -- if the network access |ine increased by
a dollar, yes, | think that should make it clear.

Q You think the $1 should be?

A Shoul d not.

Q The should not be included

But there's no limtation on the
increased to packages; right?

A Correct.

Q So it could be a $2 increase for packages.
Coul d be? Could be, would you agree?

A There's no limtation on the increases to
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packages that are deemed conpetitive that are outside
t he Safe Harbor packages.

Q So it could be $2?

A Yeah.

Q It could be $5

ADM NI STRATI VE LAW JUDGE HI LLI ARD: It could be
10.

[ EZ SPEAKER 01]: Yes. It could be a hundred.
BY [! EZ SPEAKER 01]:

Q You al so referenced other states. You
woul d agree that whatever other states did that was
based on the record presented to the Comm ssion that
made the decision in that case; right?

A Yes.

Q And, of course, you woul d agree that the
Comm ssion here should make a decision based on the
record in this case?

A Yes.

MS. SATTER : I have no further questions.

MS. SODERNA: One point of clarification.

ADM NI STRATI VE LAW JUDGE HI LLI ARD: Al'l right.
I have a question.
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[ EZ SPEAKER 03]: So do |I.

ADM NI STRATI VE LAW JUDGE HI LLI ARD: Go ahead.
RECROSS- EXAM NATI ON
BY
MR. WARD:

Q Ms. McKi bbin, you indicated that you felt
this was a reasonable conprom se?

A Yes.

Q Has CUB proposed that the Comm ssi on adopt
a standard other than the standard that the Public
Utilities have for classification?

A No, |'m not. | believe this proposal
address Factor Five, the other factors that effect
the public interest.

Q s it your -- is it CUB s proposal that the
Comm ssion need not apply the other four m ninum
factors in that same section?

A No, that's not nmy position.

Q You don't propose the Comm ssion comprom se
the other factors in the statute?

A | *'m proposing that the Conm ssion must
wei gh those -- nust take the -- all the factors into
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consi deration, including other factors that effect
the public interests of which | believe the
stipulation is one.

Q Just one | ast question. Can you be a
little clearer what is that you're proposing should
be comprom sed.

If all the factors in the statute are
to be applied, the Comm ssion makes that
determ nati on whether it's conmpetitive or not, what
woul d be conprom sed after that determ nation has

been made?

A I f the Comm ssion -- sorry.

Q Do you understand the question?

A | believe so. Could you repeat it.
Q You want me to repeat it?

A Yeah.

Q | f the Comm ssion -- there are five

m ni muns requirements of consideration | believe the
statute says the Comm ssion is to determ ne whet her
service is classified competitive. Public interest
as well as other factors effecting conpetition is

nunmber five.

1326



10

11

12

13

14

15

16

17

18

19

20

21

22

A Uh- huh.

Q And then there are four that precede that
If the Comm ssion used the statutory standard and
makes its determ nation as what the proper
classification is having applied the statute because,
as | understand your answer, you're not suggesting
the Comm ssion comprom se the statutory criteria

A Correct.

Q | f the Comm ssion then applies the five
m ni mum consi derations, makes a determ nation as to
classification, what is it CUB is proposing should be
conprom sed at that point?

A | f the Comm ssion applies the five factors
and including the nunber five stipulation and
determ nes that there is no conpetition, then that
shoul d be the Comm ssion's decision.

[ EZ SPEAKER 03]: No further questions.

ADM NI STRATI VE LAW JUDGE HI LLI ARD: Do you have
redirect, re-redirect?

[! EZ SPEAKER 07]: One real quick one.
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REDI RECT EXAM NATI ON
BY
MS. SODERNA:

Q Ms. McKi bbin, Ms. Satter asked you about
whet her in the event of the end of this period of
stipulation AT&T were to withdraw the packages
referenced in the stipulation, that it would -- AT&T
woul d provide notice to the Comm ssi on. s it your
under standi ng that the Comm ssion would then have the
opportunity to investigate that w thdrawal of
service?

A Yes, just as well to investigate the
wi t hdrawal of service.

[' EZ SPEAKER 07]: Thank you.

ADM NI STRATI VE LAW JUDGE HI LLI ARD: You're
excused.

We' re done for the day.
(Wher eupon, further proceedi ngs
in the above-entitled matter
was continued to June 6t h,

2006, at 11: 00 a.m)
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